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USSR: Protecting Foreign Investment

Moscow recognizes that it must provide some protection for foreign
firms if it is to encourage large-scale {nvestment in the USSR. The Soviet
leadership, therefore, is seeking to establish bilateral investment

treaties with many of its pajor Western trading partners. Suc treaties
are designed to redyce k--the risk that political

or milftary conditions may preclude settlement of obligations to foreign
investors and creditors. ‘

To date, the Soviet leadership has signed investment protection
treaties with Finland, West Germany, Belgium, Luxembourg, and_Turkey. In
addition it has worked out a profoco agreement W e United Kingdoa,
reportedly is_negotiating treaties with France and Italy, and 1s woolng

Uni Sta

Japan and _the ted tes to consider such a pact.
o The agreeaents provide foreign investors with protection againak _
ropr , the means to solya legal.conflists, and assurances of

ezxproporiation
nondiscrimination.
aina

0 They also make some effort to agc&gg_mnnﬂ_mm--these
treaties, in general, guarantee the re tria f hard N
earnings by the Western pariner, an e Finnish pact, in particular,
ensures the supplies of inputs to the joint venture.

> Moscow's problem is that_Hestern firng are only in part apprehensive
about "political risks," but are ver concerned about financial losses
which may result from existin Toviet legislation and the unsettled

mate. e agreements likely allow only a tr ansrer or nard
Currency earned by a joint venture rather than a willingness by Moscow to
convert ruble earnings from domestic sales into hard currency.

Thus, most Western firas are reluctant to invest company funds in
projects with uncertain returns. Consequently, many joint ventures have - .
been founded with combined partner equity contributions that are too small
to initiate or sustain operations. Joint ventures have looked westward for

financing, but Western bankers have been reluctant to lend because of
formidable problems.

o While Soviet law ensures that Soviet and Western partners are not
1iable for obligations incurred by the joint venture, lenders are
likely to assess carefully the experience of both. Soviet reluctance

to provide useable finan al informati n es

or Western bankers (o deternine the risks. costs,
and benefits of potential Qoint ventures. :

o In many cases, joint ventures could have difficulty paying off hard
currency loans because ruble rofits are not convertible and
Soviet-produced goods are difficult to market in the West.

As a result, Western banks are looking to the Soviet side--preferably the

central governaent--to tee repayment of loans, but Moscow has yet to
m thfg oE p! %;on._- b(3)
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Areas of Pbtential Agreement on
US-Soviet Counterterrorism Cooperation

Despite an assymetry in interests between the US and the USSR in
counterterrorism cooperation, Moscow's concern about a Rerceived growipg thregt
from domestic terrorists could give the US more leverage in future discussions.
flecent US-Soviet discussions have shown the most agreement in areas of

overlapping interests, such as airline securTTy and terrorist attacks against
diplomats. The Soviets themseIVES TAVE Suggested otHEr areas for poEen%IaI
cooperation:
o A Soviet academician suggested in August that the US and USSR goordinate
public statements on terrorist incidents, including jointly condemning
cts of violence directed against innocent bystanders.
o He also suggested that the United States and the Soviet Union cooperate

in 1imiting transfers of certain kinds of weapons used by terrorists.

o At talks earlier this year the Soviets showed interest in the Americans'

suggestion of W to help trace how they fall
into terrorists' hands. N _

The last two ideas are almost certainly exploratory in nature, but they
suggest that the USSR is seriously seeking common areas to extend the :

discussion. The first area -- public diplomacy -- probably offers the greatest '

potential for near-term cooperation. The US, for example, could yrge the

rE

o raise their profile in public statements supporting certain Latin ——
Kmerican countries' struggle against narcotics-related terrorism. They
could hype any counterterrorist angle in chelir exEnsIve military .

relationship with Peru.
o make their blanket statements condemning terrorist attacks hore sEcif‘ic,
condemning Tnvolved _groups by name. ‘
o Eﬁblicize their grivatelg-guted gpposition to s§it1c groyps; so far
ey have avoided coming out of the closet and ing any heat.

o modify their policy of publicly defending Qadhafi's acquisition of

ns and pre ng, in ace of pr s to the
contrary, ignorance of what he was doing at the Rabta plant. [N




